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THE TELEGRAPH MONOPOLY. 

BY PROFESSOR RICHARD T. ELY, OF JOHNS HOPKINS UNI- 
VERSITY. 



There was something ludicrous in the surprise and conster- 
nation expressed by the general public when it became known 
that the Western Union Telegraph Company had acquired the 
lines of the Baltimore and Ohio. It was manifestly a hard, and at 
the time it seemed almost a shattering, blow to those who wor- 
ship the idol of " private competition " as a sufficient power to 
save us from all industrial evils. Yet nothing was more ground- 
less than the expectation that the temporary competition between 
these two powerful rivals could have any other termination than 
that which we have witnessed, for the telegraph business is, in 
its very nature, a monopoly. Experience and reason alike teach 
that combination between rival telegraph lines can be predicted 
almost with the certainty of a coming eclipse. Fifty years ago a 
clear-headed merchant-prince of England uttered this famous 
dictum : " Where combination is possible competition is impos- 
sible.'/ 

Two years ago Professor Henry 0. Adams demonstrated, in 
his monograph, " The Relation of the State to Industrial Action," 
the impossibility of competition in a business like the telegraph 
service, and in July, 1887, at Chautauqua, when the telegraph 
officials were protesting that there was no thought in their minds 
of combination, I used these words in a public address, basing 
what I said, not upon any special knowledge of the affairs of the 
two great companies, but on scientific principles : 

" One telegraph company can send telegrams all over the country cheaper than 
tiro ; hence the absorption of aU companies, save the Baltimore and Ohio, by the 
Western Union.* It is so in the nature of things that I do not see how the Balti- 
more and Ohio can permanently resist the economic gravitation which draws it to 
its rival." 

* I left out of consideration, as not worthy of special notice, certain minor at- 
tempts at competition. 
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As it is of the first importance, in a discussion of the telegraph 
question, to grasp the fact that monopoly is inevitable, it is well to 
give a little space to an interrogation of past experience and of 
reason. First, it must be noticed that, while telegraph lines ex- 
tend over the entire globe and while this industry is forty years 
old, the world has yet to see one single example of permanent suc- 
cessful competition. Over thirty companies were chartered in 
England, but it was never possible to secure more than temporary 
competition, and the attempt to secure competition was finally 
abandoned as impracticable and unsatisfactory. There were over 
fifty companies in the United States in 1851, but the most impor- 
tant consolidated in the same year, and combination has ever since 
been the end of attempted competition. 

Of course, there must be some grounds in the nature of things 
for this, and these are, in fact, sufficiently evident on reflection. 
Telegraph companies always consolidate because one company can 
do all the business much more cheaply than two or more : con- 
sequently all derive a profit from combination. The struggle or 
warfare which precedes this is merely to determine the terms on 
which the two will unite. Strictly speaking, it is not competition 
at all, for competition is not a war of extinction, but a constant, 
permanent pressure. Why do not all the great dry-goods houses 
in New York combine ? "Why did not the late A. T. Stewart 
consolidate his business with that of Lord & Taylor and of 
Arnold & Constable ? Because it was not to their manifest ad- 
vantage ; but it is always in the interest of natural monopolies to 
unite. 

Mr. Farrer, in his work, "The State in its Relation to Trade," 
gives the following characteristics of natural monopolies, which 
will help to render this clearer : 

"First— What they supply is necessary. 

" Second— They occupy peculiarly favored spots or lines of land. 

" Third— The article or convenience they supply is used at the place where and 
in connection with the plant or machinery by which it is supplied. 

" Fourth— This article or convenience can, in general, be largely, if not in- 
definitely, increased without proportionate increase in plant and capital. 

" Fifth— Certainty and harmonious arrangement, which can only be attained by 
unity, are paramount considerations." 

We see, then, that there is a certain class of pursuits for which 
there is no escape from monopoly. Without attempting an 
enumeration of them, I will remark that gas- and water- works are 
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local monopolies and are for a municipality what telegraphs are 
for a nation ; and the good people of Baltimore had scarcely 
recovered from the shock which the absorption of the Baltimore and 
Ohio Telegraph caused them before they were again startled by 
the consolidation of their two gas companies and an increase of 
200 per cent, in price. Had they understood the fundamental 
principles of industrial science, they would not have allowed their 
streets to be torn up time and time again in their fruitless 
attempts to grasp such a Utopia as competition in the gas supply. 

We consequently see that we have a choice between two al- 
ternatives, and there is no middle ground between them. These 
are (a) private monopoly and (b) public monopoly; and the de- 
sirability of each will be considered in the order named. 

Private monopolies are contrary alike to the spirit of English 
law and American institutions, and must be pronounced odious. 
There is no place for them among a liberty-loving people, and the 
attempt to reconcile us to them is as difficult as to fit a square 
pin into a round hole. One thing has been decided beyond all 
doubt: private monopolies cannot be left unregulated and uncon- 
trolled. The attempt to do that has been definitely abandoned in 
the United States; but it cannot be said that regulation and con- 
trol have worked satisfactorily. Regulation and control mean in- 
terference of government in private affairs — a bad thing, compli- 
cating government and opening the flood-gates of corruption. 
Private monopolies are, at this moment, the cause of that per- 
petual interference of the government which we witness all about 
us, and are the most fruitful cause of corruption in public life; 
incomparably more so than the government management and 
ownership of public business. To deny this seems to me simply 
a confession of profound ignorance of what is passing about us 
and among us daily. A bill is brought into the legislature to 
regulate the price of gas supplied by a private company, and this 
at once brings about a conflict between the public interest and a 
powerful private interest. It involves, in its very nature, a strong 
and often irresistible temptation to bribery and corruption, and that 
in two ways. On the one hand, monopolies attempt to prevent 
unjust legislation by abundant use of money, and, indirectly, by 
the bestowal of special favors and privileges, such as passes on 
railways, opportunities to buy stock or presents of stock, freight 
rebates, telegraph franks given to members of Congress, and so 
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forth. On the other hand, unscrupulous legislators bring in bills 
attacking corporations, purposely to be bought off, so that other- 
wise upright men are almost forced to use money improperly to 
protect themselves and those whom they represent. Between the 
two currents political life becomes demoralized, as is well known, 
and the chief cause is the private monopoly. Corruption inheres 
in its very nature, in its very essence. It is a bad thing and must 
remain such. Why dwell on this ? Does not one of the most 
powerful, and in some respects one of the most admirable, corpo- 
rations of the United States maintain, as a regular part of its 
business, a corruption bureau to manipulate and purchase legis- 
latures ? Do not street-car and gas companies perpetually inter- 
fere in politics ? Is there not a prominent city in our West in 
which both Eepublican and Democratic members of the council 
are nominated by a private street-car company ? Do not lobbies 
supported by corporations steal bills from House and Senate files ? 
After a bill regulating the price of gas had been stolen from the 
Senate files in Maryland, was it not necessary for Governor Jack- 
son to go the State House and watch a new bill pass with his own 
eyes and sign it then and there, lest it should be stolen ? 

The public monopoly is at any rate the lesser of the two evilsi 
Doubtless that is not an ideal thing ; doubtless we shall not for a 
long time find perfection. What we want is simplification in 
public business, and this is promoted every time a private mo- 
nopoly is abolished by the substitution of a public monopoly. How 
simple the post-office business ! How few opportunities, com- 
paratively, it offers for fraud ! How complex, how intricate, 
how passing ordinary understanding, the relations between our 
governments and our railway corporations ! 

It is on account of these reasons that I desire government 
monopoly of the telegraph business, and I will at once state why 
it is desirable that a government should purchase existing lines 
rather than compete with other lines, in particular with the West- 
ern Union. 

First, the competition by the government with existing lines 
would increase the expense of the telegraph service, and would 
thus occasion a loss which would be by no means counterbalanced 
by the fact that lines could be constructed more cheaply than 
purchased. The private companies would make a fight for busi- 
ness between great centres, and would take away some of the 
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most profitable business, while they would leave all the poor busi- 
ness for the government lines. This would necessitate higher 
rates than would be requisite under a public monopoly. Why can 
government carry a letter three thousand miles for two cents ? 
Because it has a monopoly. Again, any private company would 
certainly resort to corrupt measures either to ward off govern- 
ment competition or to moderate it. Can any one fail to see the 
hand of private express companies in many of our post-office 
laws and regulations ? Why does our Federal Government send 
newspapers for publishers for a cent a pound and require sixteen 
cents a pound for merchandise ? Why does it add to excessive 
charges for that business which competes with express companies, 
annoying and absurd regulations ? Such things are unknown 
where powerful express companies do not exist. 

Competition between government enterprise and private 
enterprise has been tried in the railway business in Germany and 
elsewhere, but has not been satisfactory, and has generally been 
abandoned. 

Some cry "paternalism" when government telegraphy is 
mentioned. This word "paternalism" has become a prize bogey 
with which to frighten the unthinking. The state is not some- 
thing above us, doing something for us. It is one kind of 
cooperation. It shows greater self-reliance to provide a telegraph 
service for ourselves than to say that " we are so dishonest and 
inefficient in government methods that we dare not trust ourselves. 
Will not some rich men kindly provide us with a good telegraph 
system, and please give us cheap rates ? " It has always seemed 
to me that those who call government enterprise " paternalism " 
have never become real Americans. It is beginning to be seen 
that such designation is unscientific. The English economist, 
Professor Sidgwick, of Cambridge, styles public enterprises like 
the telegraph and municipal gas-works an extension of the prin- 
ciple of individualism, and not socialism at all. 

It is, however, urged that public ownership of telegraphs is a 
step towards socialism. Why does not government bake bread 
for us as well as send telegrams ? Questions like this are asked. 
Manifestly the two functions are not analogous. The one is a 
natural monopoly; the other not. The tendency to absorb 
natural monopolies shows no tendency to absorb all business. 

We live in a time of expanding industry, and government 
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business has grown, as has all other business ; but there is no 
cause for alarm. While there has been an absolute growth in 
government business, such statistics as we have tend to show 
that, as compared with the amount of private business, there has 
been a relative decrease. 

Another false alarm has been raised by the cry " centraliza- 
tion." The truth is, we are apparently living in a time of rela- 
tive decentralization. During the last sixty years in Ohio, the 
expenses of the local political units, such as county, city, 
school district, have increased far more than twice as rapidly as 
those of the State ; and investigation in the countries of Europe, 
as well as in the American States, shows very generally that dur- 
ing the past thirty or forty years local expenses have increased 
twice as rapidly as those of the central State governments. Now, 
as expenses are a tolerably fair measure of functions, we can safely 
say that local business increases faster than central State busi- 
ness; and that we live in a time when government is not extend- 
ing its business as rapidly as private persons, and when the busi- 
ness of central governments is not increasing so rapidly as the 
business of local governments. 

One other objection is increased political "patronage." In it- 
self, "patronage" for members of legislatures is not a good thing, 
but in the purchase of the telegraph, rather than in attempted 
control of it, the removal of opportuni ties for fraud and oppres- 
sion and the simplification of government business would more 
than counterbalance the evils of increased patronage. Secondly, 
patronage can be remedied by better civil-service rules, and the 
very increase in the civil -service staff would strengthen existing 
civil-service rules and would force the importance of civil-service 
reform upon the attention of the country. Thirdly, the telegraph 
business would be combined with the post-office business, and as 
in many offices the same man could attend to both, there would 
not be so large an increase in government employees as one would 
at first imagine. The number of Presidential appointments would 
increase only slightly, and the number of post-offices brought 
under the civil-service rules as they exist even now would be 
increased, because many more offices would have the necessary 
number of employees. Fourthly, as the business of government 
increases, there is, in modern times, a constant tendency to 
improvement, and this tendency is so marked that few exceptions 
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to it can be adduced. Why was civil-service reform introduced 
into the United States ? Precisely on account of the growing 
importance of government business, and on this very account 
civil-service regulations were introduced in Philadelphia. 

One reason why our government has been so poor is the indif- 
ference of upright men of intelligence and means ; but this tends 
to disappear as they realize the importance of government. 
When government really amounts to something, it offers a career 
to men of talent. On all these accounts there has been a remarka- 
ble improvement in the art of government throughout the civil- 
ized world during the past twenty years. I believe no assertion is 
safer than the prediction that the purchase of telegraph lines 
would improve our civil service immediately, and soon lead to 
measures which would diminish the " patronage " of elected * 
office holders, such as Senators, Representatives, President. I 
think also that the wire-pullers appreciate this. There is not one 
of the worse class of " spoils " politicians who does not oppose an 
extension of the business of government. The shrewdest of them 
must see that to make government an important business agency 
will mean death to " practical politics." 

In conclusion, we must ask the testimony of experience, and 
this in all countries where a government telegraph has been tried 
is unanimous in favor of public telegraph service. In none of 
these countries would the people even consider the subject of re- 
placing public telegraphs by private telegraphs, and everywhere 
the experience of the United States is regarded as a warning 
against private telegraph companies. England's experience is in- 
structive. Private companies were there tried until they proved 
to be intolerable ; then they were purchased. Elsewhere in 
Europe the telegraph was from the start a public institution, and 
this is the result : while the estimated cost of telegraphs in all 
other States of Europe is 282,000,000 francs, the estimated cost 
to England of her telegraphs is 272,000,000 francs ; in other 
words, owing to unsuccessful attempts to secure a good private 
telegraph system, England paid nearly as much for her telegraphs 
as all the other countries in Europe put together. 

The following statistics show the increased facilities offered the 
public and the resulting increase of business. In 1868 private 
lines connected about 1,000 cities. In 1870 the telegraph became a 
state institution; in 1882 there were 5,595 telegraph stations, and 
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in 1888, 6,810. The telegrams forwarded in 1868 numbered six 
millions; in 1882, 31,500,000; in 1888, 53,403,425. It is said that 
technical improvements have not recently been introduced in 
England, but this is false. While American telegraphs are re- 
sisting improvements, and, according to uncontradicted news- 
paper reports, are buying important inventions of Edison and 
locking them up lest they should benefit any one, the English 
telegraph has made wonderful progress. In an address before the 
British Association for the Advancement of Science, at the meet- 
ing held in Bath, 1888, Mr. W. H. Preece, the best authority in 
England on the subject, said : " The telegraphic system of England 
has been brought to the highest pitch of perfection." He men- 
tions also the fact that American newspapers chronicled it as a 
"big thing" when 500,000 words were sent by our telegraphic 
system over the wires in one night at the time of the last Eepub- 
lican Convention in Chicago, when President Harrison was nom- 
inated; whereas the English telegraph sent 1,500,000 words from 
the central telegraph office in London in one night, when Mr. 
Gladstone introduced his Home-Rule Bill on April 8, 1886. 
Moreover, we can judge our telegraphic managers " out of their 
own mouth." They declare themselves incompetent toplace their 
wires underground, whereas of 1,745 lines of wire entering the 
central station in London not one is open, and some wires extend 
underground for distances from twelve to twenty-two miles from 
that office. 

The government telegraphs of Europe have made rapid strides 
in improvements, and much progress has been due to the Journal 
Telegraphique, the organ of the international union of govern- 
ment telegraphs. On the whole, in the way of supplying con- 
veniences, forming international combinations, and in leading in 
cheap rates, government telegraphs have done far more than pri- 
vate lines, and their service to-day is for the ordinary private 
individual — one is almost tempted to say — incomparably better. 
Quite as much inducement for improvement is offered as in 
private telegraphy — in fact, even more. First, each state takes 
a pride in establishing low rates, and so there is a kind of inter- 
national competition. Secondly, each man at the head of the 
telegraph service wants to make a better showing than others. 
The people call for low rates and bring pressure to bear, and at 
the same time the administration dreads to apply to the public 
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treasury to make good a deficiency ; thus the officials must be 
alert and active. The public demand for'good and efficient ser- 
vice is more powerful with a public telegraph than with a private 
company. 

The experience of both England and the United States shows 
that a few great centres are tolerably well served by private com- 
panies, but other places miserably. A few years ago I wanted to 
send a telegram of importance from Richmond, Virginia, early on 
Monday morning, but the telegraph office was locked until seven 
o'clock in the morning. This could have happened, I believe, 
in no city of seventy five thousand inhabitants in western Europe. 
During the summer of 1887 I sent a telegram from Baltimore to 
Predonia, in New York State (about forty miles from Buffalo), 
on Saturday ; on Sunday, I sent a second — both of great impor- 
tance ; and on Sunday, receiving no answer to either, started for 
Fredonia, to arrive on the same day on which the telegrams came 
— namely, Monday. That could scarcely have happened in any 
country in western Europe ; and it is to be noticed that post- 
offices with us offer better facilities than telegraph offices, for 
even in small places they are open at least once on Sunday, 
although there is less call for it. These concrete illustrations 
are given because they are merely typical. As to poor quality of 
service as seen in frequent mistakes, it is needless to speak. 
Every one knows that. 

There has been an attempt to make it appear that prices are 
low in this country, but this results either from ignorance or 
from willful intent to deceive. They are as high as they profit- 
ably can be. It is ridiculous to compare the charge for telegraph- 
ing a mile here and a mile in Europe, because the cost of service 
is not greatly influenced by distance. Some claim that it is not 
at all influenced thereby, while others even maintain that, on an 
average, the actual outlay for a domestic telegram to a remote 
part of the country is less than to a nearer point. This is going 
too far, but without entering into technical details, it can readily 
be seen on reflection that a great part of the labor and expense of 
sending a domestic telegram is absolutely independent of distance. 
This matter of distance is so subordinate that all European coun- 
tries except Russia and Turkey neglect it altogether, and have 
one uniform price for all domestic telegrams, as for letters. The 
average price in the United States should be compared with this. 
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Let us place the average price in the United States at fifty cents, 
and as it is so much more to many distant points, it will be con- 
ceded that sufficient allowance has been made for the legitimate 
added cost of long distances and sparsely-settled districts. If, 
then, this average charge, with due allowance for great distances, 
is fifty cents for ten words in the United States, we have a basis 
for comparison. 

England charges twelve cents for twelve words; Germany, 
seventeen cents for ten words, and deducts a cent and a quarter 
for every word less than ten; Belgium, nine cents for ten words; 
Italy, eighteen cents for fifteen words; Switzerland, ten cents for 
ten words. It will be perceived that the charges for telegrams 
are higher in the United States than elsewhere. On the other 
hand, letters are actually carried, and notwithstanding long 
distances our government sends letters as cheaply as any country 
and more cheaply than some countries. 

Many of these countries, it should be further remembered, 
derive a net revenue from the telegraph, which enables them to 
lessen taxation by so much. The English telegraph has not 
yielded net revenue because the policy of England has been to re- 
duce rates and improve service rather than to seek profits. It 
now about pays expenses, and if the recent rapid increase of rev- 
enue continues, the English telegraph will also soon yield net 
revenue to the public treasury. 

It has been urged that a private telegraph company is respon- 
sible for errors, but business men say that this nominal legal 
responsibility is actually a farce. Moreover, government can, if it 
is desired, make itself responsible for errors. On the continent 
of Europe the post-office pays damages if a registered letter is 
lost. 

Finally, a world telegraph union has been discussed, and it 
would bring great advantage, as has the Universal Postal Union; 
but the chief obstacle in the way has been the private telegraphs 
of the United States. If we, in this country, buy the private 
lines and establish a public service, a world telegraph union will 
soon be formed, and that will be another one of those bonds which 
unite nations and make for international peace. 

Eichaed T. Ely. 



